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KEY ECONOMIC INDICATORS 2 
(Values in million US$, based on current prices, unless other- 
wise specified) 


a i975t/ 9762! Jan-Jun! 1975-764/ — 1976-774/ 

1977 % change % change 
GNP in current prices 5,536.5 5,885.6 - 9.0 ec are 
Per capita GNP in 

current prices 2,460.7 2,583.3 - 7.6 - 
Manufacturing 1,255.2 1,365.7 - 11.5 - 
Construction 443.3 488.6 ~ 13.0 - 
Plant & Equipment 

Investment 1,226.8 1,076.3 - -2.1 ~ 
Avg. Index of Industrial 

Production - 2nd Quarter 

(1974 = 100) 108.3 113.9 116.1 Sez 11.7 
Avg. Industrial Wages 

(per week = US ) 38.0 38.8 - 4.7 - 
Labor Force (in thousands) 852 885 - 3.9 - 
Avg. Unemployment (2) 4.5 4.5 3.9 0.0 =13.3 
Money & Prices 
Money Supply (M1) £452.58. -1,63226 -1,650.6 15.2 10.1 
Bank Deposits 3,182.4 3,464.7 3,501.6 11.6 8.7 
Prime Interest Rate Tuk 6.8 6.8 -4.2 -0.9 
Avg. Consumer Price Index 

(Nov. 1972 = 100) 147.7 144.9 147.3 -1.9 1.1 
Balance of Trade & International Payments 
Exports of Manufactured 

Goods 3,669.1 °° §=6(55115,.0° -.2, 928.4 42.1 2369 
U.S. Share 510.0 737.9 460.4 48.1 41.4 
Total Exports, f.o.b. 

(excl Indonesia) 5,328,50- 6,639.1. . 3,891.0 27.5 27.6 
U.S. Share 742.8 976.9 619.3 34.8 33.8 
Imports of Manufactured 

Goods 6,616.5 7,368.1 3,856.5 14.2 14.0 
U.S. Share 1,158.0 1,139.2 570.2 0.8 0.1 
Total Imports, c.i.f. 

(excl Indonesia) 8,062.9 9,144.7 4,876.3 16.3 16.2 
U.S. Share 1,265.3 1,208.4 616.5 -2.1 2.7 
Total Trade 13,401.0 15,783.8 8,767.3 20.7 21.0 
U.S. Share 2,008.1. 25185.3.- - 1,235.8 11.6 16.2 
Balance of Trade 2,724.9 -2,505.6 -985.3 5.7 14.2 
Balance of Payments 404.4 293.3 - -25.6 = 
Foreign Exchange & 

Gold Reserves 3,138.2 §3,37220 - 10.4 = 
Ship Arrivals (Ships 
over 75 NRT) 20,201 19,995 10,049 -1.0 0.5 
Cargo Handling (Million 

freight tons) S231 58.0 30.5 13.3 13.8 
Main Imports from U.S. for the First Half Year 1977 
Electric machinery (190.9); Non-electric industrial machinery (166.2); 
Transport equipment (60.8); Chemicals & chemical products (25.6); 
Scientific instruments (17.4); Fruits & vegetables (11.3). 

1/ Exchange rate: S$2.39 = US$1.00 3/ Exchange rate: S$2.46 = US$1.00 
2/ Exchange rate: S$2.45 = US$1.00 4/ % change calculated on S$ value 


(financial figures only) 





SUMMARY 


Singapore's successful development efforts continue to be 

one of the success stories of the modern economic age. In 
the twelve years since independence, it has grown to become 
the world's fourth-busiest port, third-largest refining 
center and Southeast Asia's premier communications and bank- 
ing center. Its people enjoy a standard of living second in 
Asia only to Japan, and its housing, population and industri- 
alization programs are models of what an efficient government 
and hard-working population can accomplish. 


Singaporean leaders, however, are constantly reminded that 
their success is somewhat fragile--the country's small economy 
is heavily dependent upon foreign trade and thus recent 
protectionist trends and the sluggishness of the world 
economic recovery are major causes for concern. The country 
has only two "natural resources"--its strategic geographic 
location and its people--and its strategy for the coming 
years is to develop more high-technology, skilled-labor 
intensive industries which can export to the other countries 
of the region and the world. 


NOTE 


Mid-year statistics released by the Singapore Government refer 
almost exclusively to Gross Domestic Product (GDP) rather than 
Gross National Product (GNP), for which only annual compila- 
tions are available. GDP is defined as GNP less payments of 
wages, interest, rent, profits and other income items paid 
abroad. For Singapore in 1976, GNP and GDP were related as 
follows: (millions of dollars) 


Gross Domestic Product 5,639.5 
Plus Indirect Taxes 379.8 
Less Net Factor Payments Abroad pk Fy 


Equals Gross National Product 5,885.6 








CURRENT ECONOMIC SITUATION AND TRENDS 


The Economic and Political Context 


Singapore's economy continues healthy with real Gross Domestic 
Product (GDP) for January-June, 1977, increasing 8.3 percent 
over the level of the first half of 1976. Most other economic 
indicators show continued growth in the economy; but after the 
period of explosive growth in the late 1960's and early 1970's, 
Singapore's economic growth has slowed to rates that suggest a 
maturing of the economy. 


This maturation process and the success Singapore has had in 
its development program have created a situation that the 
government sees as the beginning of a major problem. As per 
capita GNP increases, aid-donating and international-lending 
institutions are reexamining Singapore's eligibility for con- 
cessional financing for developmental assistance (Singapore's 
per capita GNP ranks twenty-third in the world and second in 
Asia according to a study based on 1974 data.) The Singapore 
Government is resisting moves to "graduate" the country from 
LDC status, contending that such traditional indicators of 
prosperity as GNP per capita and the level of monetary reserves 
are inappropriate measures for this unique, highly vulnerable 
economy devoid of natural resources and lacking an agricultural 
sector. 


Whether or not the drying up of concessional financing would 
have a serious effect on Singapore's growth is debatable. The 
government recognizes that its relative prosperity makes it 
uncompetitive with lower wage-cost developing countries in the 
production of goods using older technologies, and is moving to 
diversify the economy by attracting more high technology, high 
value-added industries. As neighboring countries develop their 
own infrastructures, there may eventually also be a decline in 
the country's traditional importance as an entrepot center, 
which also spurs the government to develop a strong manufactur- 
ing base to offset this eventuality. Singapore's attractions, 
however, as a shipping center and regional financial and com- 
munications center will not be seriously challenged by other 
countries of the region for many years to come. 


Following the December, 1976 elections in which the People's 
Action Party (PAP) won all 69 seats in Parliament, the PAP 
has won two by-elections with overwhelming majorities. The 
PAP is developing "second generation leadership" to step into 
senior political posts when the present officials reach 
retirement age, and the internal stability of the country 
seems assured. 


In order to add to its economic and political security, the 
government is extremely active in the development of the 
Association of Southeast Asian Nations (ASEAN), composed of 
Singapore, Malaysia, Thailand, the Philippines and Indonesia. 
Singapore hopes that this regional economic grouping will in 
some ways compensate for the lack of a hinterland by allowing 
access for Singapore's products throughout much broader markets. 
Although the first small steps toward trade liberalization 
within ASEAN have been taken, it appears that the grouping 
will achieve economic union no more quickly than the EEC. 
Singapore perhaps stands to gain most from intra-ASEAN trade 
preferences, and is therefore in the forefront of efforts to 
broaden them. 


The Singapore Economy 


--Manufacturing. The manufacturing sector continues to grow 
strongly after its slump in 1975. The index of industrial 
production (1974 = 100) rose to 116.1 in the second quarter of 
1977. As was mentioned earlier, the Singapore Government is 
strongly backing expansion of a basically export-oriented 
manufacturing sector in order to diversify the economy and to 
hedge against the dangers of overdependence on entrepot trade. 
This emphasis on manufacturing is especially noticeable in 
high technology manufacturing areas where the government has 
a system of incentives in order to attract foreign manufactur- 
ing operations to Singapore. 


The petroleum refining industry has continued to grow despite 
lingering problems of overcapacity and soft demand. A contract 
has been signed with the Japanese Government and several large 
Japanese petrochemical companies to build a $700 million petro- 
chemical complex in Singapore which will be operational by 1981. 
This complex is expected to add approximately 10 percent to 
demand for oil products and will have a significant effect on 
Capacity utilization. Oil refining companies in Singapore are 














also planning a diversification of their facilities although 
new added capacity seems an unlikely prospect. 


The electronics industry also continued its growth despite 
problems with trade barriers imposed by the European Economic 
Community. Output in the electronics industry was, at the 
end of the second quarter, 70 percent above the 1974 level 
and about 20 percent above the level of the second quarter 

of 1976. The broad classification of electrical goods and 
industrial machinery showed a sharp drop in output when the 
EEC curtailed calculator imports, but there has been a partial 
recovery. 


The clothing industry continues to have problems, with output 
down and some shipments of garments delayed because of new 

trade barriers in developed countries. Wage scales in Singapore 
have increased to the point where the country is not competitive 
in lower-priced textiles and garments so there are signs of 
consolidation and integration in the industry. Major textile 
manufacturers are planning to compete in higher quality textiles, 
but the government does not encourage the establishment of 
additional small garment operations. 


Singapore's bilateral textile agreement with the United States | 
expires December 31, 1977, and negotiations on a successor 

agreement were held in late September 1977. While at this 

writing the shape of the new agreement is not known, there 

will likely be modest increases in quota levels. The United 

States, however, is not a major market for Singapore textiles. 


The shipbuilding, ship repair and oil rig sectors continue 
weak, but there are expectations of an upturn in the latter 

area because of expected new drilling activity in Indonesia. 
Shipbuilders, though, are facing competition from Japanese 
shipyards in the market for smaller ships. In the past the 
Japanese concentrated on large tonnage vessels, but with the 
worldwide downturn in shipping activity began soliciting orders 
for smaller ships. Until the excess capacity is worked out, 
the industry here can be expected to continue in the doldrums. 


The overall strong manufacturing performance is expected to 
continue in the second half of 1977, according to a government 
survey of business expectations. Ninety-one percent of the 
manufacturing firms surveyed indicated that business should be 


as good as or better than the previous six months. Capacity 
utilization is generally higher; more firms in the food, paper 
and printing, petroleum, chemical, metal and non-metallic prod- 
ucts, and machinery and transport equipment industries reported 
that they were working at normal capacity than in the previous 
survey. The goods sector of the economy, which includes manu- 
facturing, quarrying, construction, agricultural and fishing, 
accounted for 29 percent of Singapore's Gross Domestic Product 
in 1976, and manufacturing growth overall was at an annual 

rate of 9.1 percent. 


Industrial Production 


1974 = 100 


Selected Industries 1976 (Quarter) 1977 (Quarter) 
SI iinet nccilen «ees: les Rs Gadi See 
Textiles (24) Z0L:0 L06s2°' £08¢2 WULI7.7: 327-4 Ee 
Clothing (22) 91.2 95.9 78.8 83.8 70.8 4262 


Wood Processing (28) 104.7 108.2 107.5 102.1 82.0 94.8 
Petroleum Refining 


(245) 78.0 78.8 96.8 92.8 87.5 106.7 
Construction 

Materials (103) 96.1 104.1 102.1 102.3 91.5 101.1 
Machinery & 

Equipment (76) 129.1 115.8 87.2 96.0 107.8 104.9 
Electronics (142) 114.3 142.6 155.8 159.2 150.7 1665 
Transport Equipment 

(152) 103.1 97.9 110.2 118.2 91.6 103.1 
All (1000) 99.6 103.9 111.9 114.5 106.0 116.1 


-~-Foreign Trade. Singapore showed strong growth in exports 
during the first half of 1977, and may reduce its traditionally 
large trade deficit by some $325 million to approximately $2 
billion at year's end. The trade deficit in the first six 
months declined by 15 percent to $976 million compared with 
$1.14 billion in the first half of 1976. Singapore's exports 
to countries other than peninsular Malaysia grew by 29 percent 
in the first half. This compared with an average growth rate 
of only 1.5 percent for the same period in the previous two 
years. Imports, on the other hand, have grown much more 
moderately--a 16 percent increase through June 1977. 


Singapore's total trade is almost two and three quarters times 
its GDP, and its close links with the developed world can be 
seen from its trade figures. For the first half of 1977, 38 








percent of its total trade was with the U.S., U.K., Japan, 
Australia and Germany. Total trade with Malaysia was 14 percent 
of the total, but the U.S. displaced Singapore's northern neigh- 
bor as its main trading partner, accounting for 14.1 percent of 
total trade. Japanese imports were 16.4 percent of Singapore's 
total, the largest single supplier, while the U.S. was the 
country's best customer, taking 15.9 percent of its exports, 
which grew at an annual rate of 32 percent and reversed for the 
first time Singapore's traditional trade deficit with the U.S. 
Singapore showed a modest $2.8 million surplus for the first 
half of the year on total trade of $1.24 billion. Singapore's 
total world trade during the period amounted to $8.77 billion. 


The biggest deficit was in trade with Saudi Arabia--$652.5 mil- 
lion--due entirely to crude oil imports for Singapore's refineries. 
Singapore perceives great potential for trade with the Middle 
East and has been encouraging businessmen to concentrate on 
developing new markets in that area of the world. Protectionist 
trends in developed countries and the consequent loss of some 

of Singapore's traditional markets have also emphasized the need 
for the country to expand its exports to Arab countries. 


--Labor. Singapore's labor force is estimated at approxi- 
mately 890,000 persons; the unemployment rate at year-end 1976 
was 4.5 percent. That figure dropped to 3.7 percent at one 
point in the first half and later rose to 3.9 percent at the 
end of June. The government estimates that 17,000 new jobs were 
created during the first half of 1977. The literacy rate is 
officially estimated at just over 76 percent but is much higher 
in the younger elements of the population now entering the labor 
force. The country emphasizes technical and engineering educa- 
tion and is a partner in three technical training institutions 
run by Rollei, Philips and Tata. The government is currently 
discussing with the Japanese Government the prospects for 
establishing a fourth institute. These institutes were origi- 
nally set up by the private firms but are now largely financed 
by the Singapore Economic Development Board. They, along with 
the traditional educational institutions in Singapore, provide 
relatively large numbers of trained technical personnel to man 
Singapore's developing industries. 


During the first half of the year, the National Wages Council, 
which sets guidelines for pay increases, recommended a 6 percent 
pay increase for the labor force as a whole. This 6 percent 
increase, however, was to be reduced by the amount granted 


to workers in step increases or promotions during the year. 
Thus, the real pay increase averaged approximately 2 percent, 
and with a 1.1 percent increase in the consumer price index, 
the real increase was negligible. The Singapore Government is 
extremely concerned about pricing the country out of the labor 
market and continually reminds labor of the necessity for hold- 
ing down pay increases and raising productivity in order to 
maintain its markets. 


--Financial. The Singapore Stock Exchange has continued in 
the doldrums, with the Exchange Industrial Index almost un- 
changed at the end of the first half from its year-end position. 
Trading in options, introduced in the first quarter, has been 
a disappointment, and hit a new low in mid-August when the 
Exchange recorded a day with no options trading whatsoever. 

The main problem with the scheme seems to be the choice of 
stock options listed; they are generally blue-chip, have shown 
little movement and are therefore of little interest to either 
brokers or speculators. 


The Singapore dollar advanced against the U.S. dollar in July-- 
the U.S. dollar buying rate at one point dipped almost to S$2.40-- 
but fellback slightly. In mid-August, the buying rate stood at 
S$2.43 per U.S. dollar. The money supply (M1) increased just 
over 10 percent from the first half of 1976, and the prime rate 
for non-bank customers was steady. 


The Asia dollar market grew to $18.8 billion at the end of June. 
Bankers expect the market to slow down in growth during the 
balance of the year because of soft loan demand, increasing 
competition from Hong Kong in loan syndications and stable 
interest rates. The bulk of the Asia dollar activity here con- 
tinues to be interbank funds, which account for 75 percent of 
assets and 87 percent of liabilities in the market. The com- 
petition from Hong Kong, which is completely free of exchange 
control restrictions, has led some Singapore bankers to call 
for the abolition of the remaining exchange controls here. 


The cost of living in Singapore took a decided jump in July and 
August, as the Consumer Price Index increased from 147.3 in June 
to 151.5 at the end of August. The inflation rate, however, 
will not be much above 5 percent for the year. Expatriate 
living costs, however, reflecting the higher costs of imported 
and "luxury" items, have been rising somewhat faster. Higher 
food costs have been the main pressure on the CPI. 
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--Investment. Gross manufacturing investment commitments 
rose substantially in the first half, although attracting more 
foreign investment to Singapore is still a major concern of the 
government. The Economic Development Board is optimistic about 
the future, reporting a resurgence of investor interest in the 
country. Local investment continues to decline, however. 


Gross Manufacturing Investment Commitments 


Millions of US 


Year Foreign Local Total 
19742/ 294.4 60.6 355.0 
1975°/ 111.8 55.6 167.4 
1976/ 120.4 28.2 148.6 
«3/ 
lst Half 197 63.3 13.1 76.3 
ond Half 19762 57.1 15.1 72.3 
lst Half 1977°/ . 96.3 Ss3 101.6 
1/ Exchange rate S$2.31 = US$1.00 
2/ Exchange rate S$2.39 = US$1.00 
3/ Exchange rate S$2.45 = US$1.00 
4/ Exchange rate S$2.46 = USS$1.00 


IMPLICATIONS FOR THE UNITED STATES 


Outlook for 1977-78 


Although Singapore's industrialization process is proceeding 
apace, the country is still highly dependent on the entrepot 
trade, which accounts for over two-thirds of its Gross Domestic 
Product. Its manufacturing industries are also extremely export- 
oriented (the domestic market is only 2.2 million persons), and 
thus the country is heavily dependent on the economic health of 
the developed world--and to a lesser extent its Southeast Asian 
neighbors--for its own prosperity. The country weathered the 
recent recession in fine fashion thanksto its development pro- 
grams, especially the housing program, which took up much of 

the slack in demand for Singapore's goods and services. There 
are large amounts of liquidity available domestically because 

of the government's social security programs and the Post Office 
Savings Bank, both of which are major factors in Singapore's 
ability to internally finance development spending. Although 
the Monetary Authority of Singapore has hedged its bets on its 
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earlier prediction of a 6-8 percent annual growth rate for the 
balance of the decade, it appears unlikely that the predicted 
slowdown in the second half of 1977 will be severe enough to 
drop Singapore's real growth rate below about 7 percent. 


--Investment,. Foreign investment should continue to be 
attracted to Singapore by the country's stable political situa- 
tion, strategic location as a crossroads of Asian commerce, 
skilled labor supply and government encouragement of new invest- 
ment. The Singapore Economic Development Board has noted an 
increase in investor interest in Singapore although uncertainties 
about the U.S. Government position on tax deferrals, income 
taxation of expatriates, and future availability of OPIC insur- 
ance continue to cloud the horizon. The government is especially 
encouraging to investment in high technology, high-value added 
industries which it needs in order to compete with its less de- 
veloped neighbors who offer the attraction of much lower wage 
scales. 


--Trade. The modest surplus Singapore showed in trade with 
the United States in the first half of 1977 is likely to continue 
at least throughout the end of the year. Exports to the U.S. 
jumped 33.9 percent over the same period last year, but imports 
of American goods and services rose by only 2.7 percent. The 
balance of trade surplus of $2.76 million, while not substantial, 
was a sharp reversal from the $138 million deficit for the first 
half of 1976. The change from deficit to surplus can be attributed 
mainly to Singapore's improved manufacturing capacity and the 
upturn in tin and rubber prices. 


There are prospects for sales of airport electronics systems for 
the new Changi Airport, building supplies and equipment, construc- 
tion, mining and materials handling equipment, electrical power 
equipment, communications systems and printing and packaging 
equipment. The United States International Marketing Center 
recently conducted a successful exhibition of U.S. building 
products and systems and is scheduling exhibitions in avionics 
and aviation support equipment and automated business and bank- 
ing equipment during the first half of 1978. With the expected 
upturn in oil drilling activity in Indonesia, there should be an 
increasing market for equipment to service this industry. In 
addition, the rising standard of living here makes the Singapore 
market attractive for American manufacturers of consumer goods 
and foodstuffs. Singapore is one of the main banking and finan- 
cial centers in Southeast Asia, and there should be good prospects 
for business machines and electronic data processing equipment. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


e 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





